Executive Summary
Recent historical experience argues that the labor-market effects of the next recession will last far longer than the formal recession itself. This report uses the experience of the last three recessions to predict labor market outcomes of a recession in 2008.
A recession that is mild-to-moderate by recent historical standards would be formally over in six to nine months (as was the case of the early 1990s and early 2000s downturns); a recession that is severe by recent historical standards would last about two years (the total number of months in recession during the 1980-82 "double-dip" downturn). Based on the experience of the last three recessions, however, the labor-market recession would last between three years (the length of the labor-market recession in the early 1990s and early 2000s recessions) and four years (the length of the labor-market recession in the severe recession of the early 1980s).
If the next recession follows the pattern set by the three most recent downturns, a recession in 2008 would raise the national unemployment rate by between 2.1 (a mild-to-moderate recession) and 3.8 percentage points (a severe recession along the lines of the early 1980s), increasing the number of unemployed Americans by between 3.2 million and 5.8 million. Based on the historical pattern, the unemployment rate and the number of unemployed would continue to increase through 2010 (to 6.7 percent in the case of a mild-to-moderate recession) or 2011 (to 8.4 percent in the case of a more severe economic downturn).
Depending on its severity, a recession in 2008 would see the black unemployment rate increase to between 11.3 percent and 15.5 percent, from a 2007 level of 8.3 percent. For black teens, recent historical experience suggests that the unemployment rate would climb to between 37.3 percent and 41.4 percent, from a 2007 level of 29.4 percent.
Depending on the severity of the downturn, the experience of the last three recessions suggests that the national employment rate would fall about two percentage points, implying a loss of between 4.2 and 4.6 million jobs.
In the event of a mild-to-moderate recession, health-insurance coverage would fall 1.4 percentage points nationally, leaving an additional 4.2 million individuals without health insurance. Strictly comparable data are not available for the severe recession of the early 1980s, but the effects of a recession of that magnitude on health-insurance coverage would likely be much larger.
A mild-to-moderate recession would reduce the median family income by just over $2,000 per year (in constant 2006 dollars) by 2010. A severe recession would reduce inflation-adjusted median family income by almost $3,750 per year by 2011.
A recession would also increase the national poverty rate by between 1.6 and 3.5 percentage points (from a 2006 level of 12.3 percent), raising the number of individuals living in poverty by between 4.7 million and 10.4 million people.
Introduction
The deflation of the largest and longest-lasting housing bubble in U.S. history is now making it all but inevitable that the United States will enter a recession in 2008. The last few weeks have seen a remarkable degree of consensus across most of the economics profession around the need for a sharp short-term stimulus to the economy. The goal is to avoid a recession or, in the likely event that that isn't possible, to make the recession shorter and more shallow.
The unusual level of agreement around the need for strong measures stems from the economic profession's familiarity with the huge economic and social costs of recessions. In this paper, we use the experience of the last three U.S. recessions --1980-82, 1990-91, and 2001--to make some simple predictions about the likely impact of a recession on a series of important economic and social outcomes. The last three recessions provide a useful benchmark because two of the recessions --1990-91 and 2001--were relatively mild as recessions go, while the 1980-82 recession (actually two back-to-back recessions) was the worst since the Great Depression of the 1930s.
The methodology we use is simple. First, we examine how key economic variables such as the unemployment rate, family income, and health-care coverage changed over the course of each of the last three recessions. We track how each of these variables behaved from the time the economy entered recession through the time that the economy hit bottom. Then, we take the current levels of these same variables and assume that they will change by the same amount as they did in the earlier recessions.
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Using the semi-official designation of a recession --periods of "significant decline in economic activity spread across the economy, lasting more than a few months" as determined by the Business Cycle Dating Committee of the National Bureau of Economic Research (NBER) 2 --recessions are typically fairly short events. As Table 1 demonstrates, according to the NBER, the 2001 recession was over in just seven months (March to November 2001) and the preceding 1990-91 recession lasted only nine months (July 1990 through March 1991 . The double-dip recession of the early 1980s, the most severe since the Great Depression, had more staying power --a total of 24 months spread over a three-year period--but, as we will see, even in this case, the labor-market effects of the recession lasted much longer. For the labor market, recessions are long and protracted events. The second panel of Table 1 shows the gap between the labor-market peak (defined as the low point of the national unemployment rate) and the labor-market trough (defined as the high point of the national unemployment rate). In the last two recessions, the unemployment rate continued to rise for three years after reaching its previous cyclical low (from 1989 until 1992, and from 2000 until 2003) . In the more severe recession of 1980-82, the unemployment rate continued to rise for four years after the onset of the labormarket recession (from 1979 until 1983) .
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The final panel of Table 1 gives an idea of the duration and severity of unemployment associated with even relatively short recessions. In the most recent, and mildest of the three recessions, the unemployment rate increased from a pre-recession low of 4. In 1990, the year that the NBER-defined recession started, the unemployment rate increased to 5.6 percent. The next year (1991), during which the economy was, in principle, in a recession for only three months, the unemployment rate jumped to 6.8 percent, and continued to rise in 1992, to 7.5 percent. It wasn't until 1993 that the unemployment rate reversed, falling back to 6.9 percent, but still 1.6 percentage points above its pre-recession low. The labor-market effects of the 1980-82 recession were even deeper and longer-lasting. The unemployment rate was 5.8 percent in 1979, the year before the recession. In the first year of the recession (1980), unemployment rose to 7.1 percent, then to 7.6 percent in 1981, then to 9.7 percent in 1982, the official end of the recession. The unemployment rate, however, remained almost unchanged at 9.6 percent in 1983, the first year of the "economic recovery" using the NBER definition. Even by 1984, two years into the recovery, the national unemployment rate averaged 7.5 percent.
Recessions and Labor-Market Outcomes
Recessions have far-reaching impacts on a range of economic and social outcomes. We concentrate here on the effect of labor-market recessions on the unemployment rate, the employment rate, median family income, health-insurance coverage, and the national poverty rate. 4 Table 2 summarizes the experience of these variables during the last three labor-market recessions. We review the basic historical trends and then use the same data as the basis for our projections for the likely effects of the next recession.
Table 2 shows the pre-recession level of each of our variables of interest, as well as the changes in each of these variables from their values at the onset of each labor-market recession (1979, 1989, and 2000) through the trough of the same labor-market recession (1983, 1992, and 2003) . At the preceding cycle's peak, the unemployment rate, for example, was 5. In addition to raising the unemployment rate, recessions also reduce the share of the population in jobs. 5 The second panel of the table shows corresponding data for employment rates (the share of the population with a job). For the entire population aged 16 and older, employment rates fell in all three recessions: down 2.0 percentage points (from 59.9 percent) in the early 1980s; down 1.5 percentage points (from 63.0 percent) in the early 1990s; and down 2.1 percentage points (from 64.4 percent) in the early 2000s. The effects on the employment rate of African Americans (fifth row of the panel) were even larger, with a 4.3 percentage-point decline in the 1980s recession, a 2.0 percentage-point decline in the 1990s recession, and a 3.5 percentage-point decline in the early 2000s. 4 The employment-to-population rate, which gives the share of a population that is in work. Inflation-adjusted income, in 2006 dollars, of the median family. The share of the population with health-insurance coverage of any form. 5 Increases in the unemployment rate do not translate one-for-one into declines in the employment rate because the economy includes a third group of people classified as "not in the labor force" --including students, homemakers, retirees, and discouraged workers. 6 Note that the long-term rise in women's employment rates was so strong in the early 1980s that it offset the employment rate declines usually associated with a recession. Source: See appendix for data sources. Unemployment rates are as a share (%) of the labor force; employment rates are a share (%) of the indicated population; health-insurance coverage and the poverty rate are a share (%) of the total population. Changes in the unemployment rate, the employment rate, health-insurance coverage, and the poverty rate are all in percentage-point terms (p.p.). Annual growth in real median family income is the annualized percentage-point change (p.p.a) in the three years to the preceding labor-market peak or from the labor-market peak to the labor-market trough, adjusted for inflation using the CPI-U-RS.
Recessions also drive down family incomes, in part, because family members experience layoffs, longer periods looking for work, and reductions in work hours even when members are working, and, in part, because recessions tend to depress workers' wages. The third panel presents the annualized growth rate in the inflation-adjusted median family income during roughly symmetric periods before and after the onset of each recession. Before the 1980-82 recession (between 1976 and 1979) , real median family income was growing at a 2.6 percent annual rate. During the labormarket recession between 1979 and 1983, however, real median family income fell at a 1.6 percent annual rate. A similar pattern held for the next two recessions, with median family income rising in the expansions (up 1.3 percent per year in the late 1980s and 2.1 percent per year in the late 1990s), and then falling sharply during the recessions (down 1.4 percent per year 1989-1992, and 0.9 percent per year [2000] [2001] [2002] [2003] . 7 7 As noted above, the long-term rise in women's employment rates more than offset the negative employment effects of the early 1980s recession, making the early 1980s recession a poor basis for projecting employment effects on women.
Recessions also have the effect of reducing the share of the population with health insurance, a result of job loss, workers' declining bargaining power, and benefit cuts by employers squeezed by the economic contraction. The fourth panel of Table 2 reports changes in the share of the population with any form of health insurance (private or public) over the course of the last two labor-market recessions (the Census Bureau does not publish directly comparable data for the earlier period). In both recessions, the share of the population with health insurance fell 1.4 percentage points. Finally, recessions have inevitably led to increases in the national poverty rate, as lowerincome individuals see their employment rates fall, their hours cut back, and their wages decline. In the early 1980s labor-market recession, the national poverty rate, for example, jumped 3.5 percentage points. Increases in the poverty rates were smaller, but still substantial, in the two most recent recessions --up 2.0 percentage points in the early 1990s and up 1.2 percentage points in the early 2000s.
Making Projections
To gauge the likely economic and social impact of the next recession, we look to the experience of the U.S. economy during the last three recessions, as summarized in Table 2 . Our approach is straightforward. We project the impact of the next recession assuming that variables will follow the same general trajectory that they followed in the past three recessions.
Table 3 summarizes our projections under the assumption that the economy enters a recession this year. Since the two most recent recessions were mild-to-moderate, we take the average of these two recessions to set a lower bound on the labor-market effects of the next recession. We use the data for the severe 1980-82 recession to give an idea of the kind of effects we might expect to see if the next recession is severe.
The first column in Table 3 presents the value of each of our variables of interest in the most recent period for which data are available (2007 in the case of unemployment and employment rates, 2006 in the case of health insurance, family income, and the poverty rate). The next four columns show our projections for each of these variables in the case of a mild-to-moderate recession along the lines of the 1990-91 or 2001 recessions. To generate the mild-to-moderate projections, we have assumed that the next labor-market recession lasts, as the 1990-91 and 2001 labor-market recessions did, for three full years after the labor-market peak, in this case, through 2011. We further assume that the change between the current level of each variable and the level by 2011 will be identical to the average change over the last two recessions. Since trying to model the dynamics of these variables is complicated and not likely to be particularly accurate, we use simple linear interpolation to project values of each variable in the intervening years between the last peak (2007) and 2011.
We can illustrate the procedure, first, using the national unemployment rate. In 2007, the unemployment rate stood at 4.6 percent. In the 1990-91 recession, the unemployment rate increased 2.2 percentage points in the four years between the peak (1989) and the trough (1992); in the 2001 recession, the unemployment rate increased 2.0 percentage points in the four years between the peak (2000) and the trough (2003). We take the average of these two changes (2.1 percentage points) and assume that four years after the current peak (assumed to be 2007), the unemployment rate will be 2.1 percentage points higher in 2010 (6.7 percent) than it was in 2007 (4.6 percent). To simplify, we then assume that the unemployment rate will rise in equal increments between 2007 and 2010 in order to create projections for 2008 and 2009.
To project the impact of a severe recession, we follow the same steps, using the change in each variable during the early 1980s labor-market recession to fix the impact of a severe recession now. We also extend the effects over an additional year in order to reflect the longer duration of the early 1980s recession. In the case of the national unemployment rate, the total increase in the early 1980s recession was 3.8 percentage points, so we add 3.8 percentage points to the 2007 unemployment of 4.6 percent, to arrive at a projected unemployment rate of 8.4 by 2011. As before, we fill in the intervening years' projections assuming a smooth and equal increase in unemployment between 2007 and 2011.
We use the same basic procedure for all variables in the table and in the case of unemployment and employment rates provide breakdowns for some key demographic groups.
What We're In For
The projections in Table 3 paint a grim picture for the labor market for at least three to four years from the onset of the next recession. Assuming only a mild-to-moderate recession, the national unemployment rate would rise to 6.7 percent, up from 4.6 percent in 2007. The unemployment rate If recent historical experience holds, the national employment rate --the share of the population in work at any given time--would fall between 1.8 and 2.0 percentage points, depending on the severity of the downturn. Employment rates would remain well below their 2007 peaks even after 2010 or 2011.
In the event of a mild-to-moderate recession, the share of the population with health-insurance coverage would fall by 1.4 percentage points nationally by 2010. Although strictly comparable data are not available for the severe recession of the early 1980s, the effects on health-insurance coverage of a downturn of that magnitude would likely be substantially larger than what we saw in the two most recent and much milder recessions.
Since median family income tends to decline sharply in recessions, even a mild-to-moderate recession would reduce the median family income by 1.2 percent per year for three years through 2010. A severe recession would reduce the median family income 1.6 percent per year for four years through 2011.
A recession would also increase the national poverty rate by between 1.6 and 3.5 percentage points (from a 2006 level of 12.3 percent). Table 4 puts the projections in Table 3 in more concrete terms. For example, the 2.1 percentagepoint increase in the unemployment rate projected by 2010 in Table 3 under the assumption of a mild-to-moderate recession would mean an additional 3.2 million unemployed workers. The projected 3.8 percentage-point increase in unemployment in the event of a severe recession would translate into 5.8 million more unemployed workers by 2011.
The 1.8-2.0 percentage-point drop in the employment rate would mean the loss of between 4.2 and 4.6 million jobs between now and 2010 or 2011.
In the case of a mild-to-moderate downturn, the 1.2 percent per year fall in median family income translates to a loss in family income for the typical family of over $2,000 per year by 2010 (with smaller losses in each of the intervening years). The steeper 1.6 percent per year decline in the case of a severe recession would cost the typical family over $3,700 per year by 2011.
Even in the event of mild-to-moderate downturn, a recession this year would, if the recent historical pattern holds, throw an additional 4.7 million people into poverty by 2010. A severe recession would increase the portion of the population living in poverty by over 10 million people. Source: See notes to Table 3 . Health insurance, median family income, and poverty projections assume 2007 levels are identical to 2006. All projections assume no change in national population between now and 2011. Both assumptions lower the estimated impact of the recession measured in number of individuals or inflation-adjusted dollars. The 1.4 percentage-point decline in health-insurance coverage rates in the case of a mild-to-moderate recession would mean that about 4.2 million individuals would lose health insurance.
Conclusion
Labor-market recessions last far longer than the technical recessions declared by the NBER. Long after financial markets and employers have begun to recover from an economic downturn, workers continue to suffer from high levels of unemployment, depressed levels of employment, falling incomes, loss of health insurance, and outright poverty.
Even a mild-to-moderate recession along the lines of the recessions of the early 1990s and the early 2000s would likely see the unemployment rate rise above 6.5 percent, with 3.2 million more unemployed workers, 4.2 million fewer jobs, a $2,000 per year drop in inflation-adjusted incomes for the typical family, 4.2 million more people without health-insurance coverage of any form, and 4.7 million men, women, and children thrown into poverty. Minority workers would suffer disproportionately, with the black unemployment rate rising to 11.3 percent, and the rate for black teens increasing to over 37 percent. If historical precedent holds, these effects would not bottom out until sometime in 2010.
A severe recession, along the lines of the early 1980s, would have far worse effects. The unemployment rate would likely increase to 8.4 percent, increasing the pool of unemployed by over 5.8 million workers. The economy would lose a total of 4.6 million jobs. The inflation-adjusted income of the typical family would fall almost $3,750 per year, and the number of Americans living in poverty would rise by 10.4 million. Again, racial minorities would bear a disproportionate share of the economic hardships. Blacks, for example, would account for 1.3 million of the total 5.8 million worker increase in unemployment. If the historical pattern repeats itself, the labor market would not likely begin to recover until 2011.
